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Business Service Centres / International Trade Centres 


Industry, Science and Technology Canada (ISTC) and International Trade Canada (ITC) have established information centres in regional offices 
across the country to provide clients with a gateway into the complete range of ISTC and ITC services, information products, programs and eas 
in industry and trade matters. For additional information contact any of the offices listed below. 


Newfoundland 


Atlantic Place 

Suite 504, 215 Water Street 
P.O. Box 8950 

ST. JOHN'S, Newfoundland 
A1B 3R9 

Tel.: (709) 772-ISTC 

Fax: (709) 772-5093 


Prince Edward Island 


Confederation Court Mall 
National Bank Tower 
Suite 400, 134 Kent Street 
P.O. Box 1115 
CHARLOTTETOWN 
Prince Edward Island 
C1A 7M8 

Tel.: (902) 566-7400 
Fax: (902) 566-7450 


Nova Scotia 


Central Guaranty Trust Tower 
5th Floor, 1801 Hollis Street 
P.O. Box 940, Station M 
HALIFAX, Nova Scotia 

B3J 2V9 

Tel.: (902) 426-ISTC 

Fax: (902) 426-2624 


New Brunswick 


Assumption Place 

12th Floor, 770 Main Street 
P.O. Box 1210 

MONCTON, New Brunswick 
E1C 8P9 

Tel.: (506) 857-ISTC 

Fax: (506) 851-6429 


Quebec 


Tour de la Bourse 

Suite 3800, 800 Place Victoria 
P.O. Box 247 

MONTREAL, Quebec 

H4Z 1E8 

Tel.: (614) 283-8185 
1-800-361-5367 

Fax: (514) 283-3302 


Ontario 


Dominion Public Building 
4th Floor, 1 Front Street West 
TORONTO, Ontario 

M5J 1A4 

Tel.: (416) 973-ISTC 

Fax: (416) 973-8714 


Manitoba 


8th Floor, 330 Portage Avenue 
P.O. Box 981 

WINNIPEG, Manitoba 

R3C 2V2 

Tel.: (204) 983-ISTC 

Fax: (204) 983-2187 


Publication Inquiries 


For individual copies of ISTC or ITC publications, contact your nearest Business Service Centre 


or International Trade Centre. For more than one copy, please contact 
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CALGARY, Alberta 

MP 352 

Tel.: (403) 292-4575 

Fax: (403) 292-4578 


British Columbia 
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Suite 900, 650 West Georgia Street 
P.O. Box 11610 

VANCOUVER, British Columbia 
V6B 5H8 

Tel.: (604) 666-0266 

Fax: (604) 666-0277 
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InfoExport 
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125 Sussex Drive 
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Tel.: (613) 993-6435 
1-800-267-8376 
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FOREWORD 

Ina rapidly changing global trade environment, the international competitiveness of Canadian industry 
is the key to growth and prosperity. Promoting improved performance by Canadian firms in the global 
marketplace is a central element of the mandates of Industry, Science and Technology Canada and 
International Trade Canada. This Industry Profile is one of a series of papers in which Industry, 
Science and Technology Canada assesses, in a summary form, the current competitiveness of 
Canada’s industrial sectors, taking into account technological, human resource and other critical 
factors. Industry, Science and Technology Canada and International Trade Canada assess the most 
recent changes in access to markets, including the implications of the Canada-U.S. Free Trade 
Agreement. Industry participants were consulted in the preparation of the profiles. 

Ensuring that Canada remains prosperous over the next decade and into the next century is 
a challenge that affects us all. These profiles are intended to be informative and to serve as a basis 
for discussion of industrial prospects, strategic directions and the need for new approaches. 
This 1990-1991 series represents an updating and revision of the series published in 1988-1989. 
The Government will continue to update the series on a regular basis. 


Michael H. Wilson 


Minister of Industry, Science and Technology 
and Minister for International Trade 


Structure and Performance 


Structure 

The wholesale trade industry consists of two types of firms. 
First, there are the wholesale merchants, who are primarily 
engaged in buying merchandise for resale to retailers; indus- 
trial, commercial, institutional, farm or professional business 
users; trade contractors; and other wholesalers. Second, there 
are firms that act as agents and brokers in buying or selling 
merchandise on a commission basis. 

Wholesalers are a key link between manufacturers and the 
marketplace. They anticipate customers’ needs and demands, 
purchase merchandise, carry inventory, assemble shipments, 
deliver merchandise, extend credit, provide knowledge on var- 
ious aspects of marketing products in Canada and abroad and 
provide consulting services. For manufacturers, they sell and 


store merchandise, finance production by purchasing in 
advance, reduce credit risk by screening customers and pro- 
vide marketing information. Wholesalers may also service, 
repair or lease the products they handle. 

For individual wholesale firms, the extent of each function's 
importance differs according to several factors — the product 
line characteristics, the end user, the structure of the industry 
sector whose products they are selling and the competitive 
strengths of the individual firm. However, to be successful, 
wholesale firms must offer the most valued mix of functions 
at a lower cost than their suppliers (manufacturers) or their 
customers (retailers) can achieve themselves. 

In 1988, the latest year for which a complete set of 
Statistics Canada data is available, 66 766 wholesale establish- 
ments recorded annual sales of over $280 billion and provided 
employment for 566 000 people, about 4.6 percent of the 
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Canadian labour force (see figure above). In the same year, 
the wholesale trade's contribution to the total Canadian gross 
domestic product (GDP) in constant 1986 dollars was 5.5 percent. 
By 1990, employment had risen to 587 000 people, but the 
contribution to total GDP had fallen slightly to 5.2 percent. 

There are several cautions to be aware of when interpreting 
wholesale statistics. First, businesses that engage in more than 
one activity, such as wholesaling and manufacturing or whole- 
saling and retailing, will be captured in the wholesale statistics 
only if they derive the greater part of their gross margin from 
their wholesale activity. With an evident trend towards integra- 
tion of manufacturing, retailing and wholesaling functions 
in many subsectors, it is becoming increasingly difficult to 
portray the wholesale function accurately. 

Second, the corporate structure of a business may 
influence whether that business is classified as a wholesaler, 
retailer or manufacturer. Manufacturers with separate sales 
subsidiaries add to the wholesale totals whereas similar man- 
ufacturers with internal sales divisions do not. Sales through 
corporate-owned retail outlets are classified differently from 
Sales through franchised outlets. The former manufacturer's 
sales tax (MST) encouraged manufacturers to establish whole- 
sale subsidiaries or sales branches so that the MST levied at 
the factory gate was minimized. Since its replacement with the 
7 percent goods and services tax (GST) on 1 January 1991, 
this incentive is removed, allowing for some reintegration of 
the wholesale function with the manufacturer, which could 
eventually result in a reduction of the overall wholesale volume 
of trade figures tracked by Statistics Canada. 


Third, problems in classifying a firm's customers result 
in certain trade establishments being automatically classified 
as wholesalers, even though they sell to consumers as well as 
to other businesses. Some examples are businesses selling 
office and store furniture, lumber and building materials, farm 
Supplies, fuel oil, and all types of machinery and equipment. 

Finally, the figures on volume of trade cannot be equated 
with the value of goods passing through the industry; since 
wholesale businesses sometimes sell to other wholesalers, the 
value of the same merchandise may be recorded more than 
once. In 1988, 11 percent of overall wholesale trade sales 
went to other wholesalers. However, this double-counting 
is not an issue in wholesale GDP or employment statistics. 

The wholesale trade industry is widely dispersed across 
Canada. The distribution of its sales is closely linked to the 
geographic location of population and industry. Based on 1988 
data, Ontario, with 45 percent of total wholesale sales, is the 
largest market, followed by Quebec at 23 percent and the 
Prairies at 17 percent. 

The industry is highly concentrated. Large firms, here 
defined as wholesale corporations with $25 million or more 
in assets, represented only 0.6 percent of all firms in 1987, 
yet accounted for 44 percent of sales. 

Most firms are Canadian-owned. Foreign ownership 
amounts to less than 5 percent of all firms. This figure may 
be higher in some product areas where foreign manufacturers 
rely on subsidiary wholesale operations to distribute their 
products in Canada. Foreign ownership is more highly con- 
centrated in the merchant activities than in the agent/broker 
subsector of the industry. It is highest in the petroleum, auto- 
motive, machinery and equipment, and metal, hardware, 
plumbing and heating products sectors. 

In 1987, foreign-controlled firms accounted for 27 percent 
of the industry's sales, down from 29 percent in the late 1970s. 
This decline is due largely to the acquisition of foreign firms 
by Canadians, particularly those firms dealing in petroleum 
products. U.S.-owned firms generate approximately one-half 
of the sales made by foreign-controlled firms. 

Wholesale trade operations may be either wholesale 
merchants or agents and commission brokers. Wholesale 
merchants, who account for approximately 85 percent of 
total wholesale sales in Canada, take ownership of the products 
they handle, earning income on the difference between the pur- 
chase cost and the selling price. Full-service wholesalers 
generally perform all the marketing functions and carry an 
extensive product line; most electrical, pharmaceutical and 
hardware wholesalers are good examples. Limited-function 
wholesalers may carry a narrower product line or decline 
to offer such services as credit or merchandise delivery. 
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Manufacturers’ sales subsidiaries are wholesale merchant 
businesses owned by manufacturers in order to wholesale 
their own goods. They tend to be established by large compa- 
nies that modify their products frequently and for which rapid, 
accurate information on sales is especially valuable. In some 
cases, these firms also sell other suppliers’ products. 

Agent and commission brokers sell goods on a commis- 
sion basis. They do not actually take ownership of the goods 
they sell. They generally specialize in particular product lines 
or specific geographic markets. Auction companies, manufac- 
turing agents, food brokers and import/export agents and 
brokers work on this basis. Agents and brokers primarily 
sell farm products, food, petroleum products, apparel and 
dry goods. 


Distribution of Sales by Praduct Group, 1987 


Percentage of sales 


Resource products 30.4 
Petroleum products 12.1 
Farm products 10.8 
Lumber a5 
Consumer products 40.2 
Food 16.9 
Automotive parts 8.0 
Hardware and building supplies 28 
Apparel and textiles 28 
Tobacco and drugs 2.8 
Furniture and appliances 14 
Other Bi) 
Industrial products 29.4 
Machinery, equipment and supplies 10.9 
Electrical, plumbing and heating equipment 9.4 
Metal and metal products 44 
Paper and paper products Pa 
Other 2.6 


Source: Wholesale Trade Statistics, Wholesale Merchants, Agents and 
Brokers, Statistics Canada Catalogue No. 63-226, annual. 


Wholesalers, whether merchants or brokers, usually spe- 
Clalize in a specific product group oriented towards resource, 
consumer or industrial products. The distribution of sales 
by major wholesale subsector in 1987 is shown in the 
accompanying table. 

The wholesaling of resource products is dominated by 
multibillion-dollar organizations, which frequently have direct 
links to producers. They include producer co-operatives as 
well as large private companies. Major oil companies and 
some major forest products companies also have extensive 


wholesale operations. Market share among lumber wholesalers, 
however, is much more evenly divided than in the other two 
main resource groups. 

Large size is also an important characteristic of firms 
involved with consumer products, especially food, drugs, auto- 
motive parts, hardware supplies and building products. These 
firms generally have strong links with retailers. For example, 
it is common in these sectors for major wholesaling firms to 
purchase the products from the manufacturer and then market 
them through corporate stores, company-sponsored retail 
dealerships, franchises or a network of retail co-operatives. 
Many hardware and building products firms also sell whole- 
sale to business accounts from these retail outlets. By com- 
parison, in the apparel, furniture and appliance sectors, 
domestic products are more likely to be marketed by manu- 
facturers directly to retailers, leaving wholesalers to handle 
imports only. 

The main customers of industrial product wholesalers 
are other businesses and trade contractors. These wholesalers 
handle a diverse range of products that must be supported 
by good product knowledge and service. Consequently, firms 
generally specialize and the share of the total market for any 
one company is relatively low. Large firms tend to dominate 
in the wholesaling of heavy equipment: farm machinery; elec- 
trical, plumbing and heating equipment; and paper products. 
Vertical integration with manufacturers of these products is 
also evident among some larger firms. 

Although wholesale trade is primarily a domestic indus- 
try, international transactions are also important. In 1988, 
direct exports by merchants were valued at $19.7 billion of the 
$237.6 billion total wholesale merchants’ trade. Farm, petroleum, 
lumber, paper and metal products were the main exports. A 
Significant proportion of export activity is handled by trading - 
houses, which are discussed in a separate industry profile by 
that title. Major Canadian wholesalers of automotive parts, heavy 
equipment, food, lumber and other products have established 
wholesale operations outside Canada, primarily in the United 
States and the United Kingdom. Import data are not available. 


Performance 
The level of wholesale trade activity depends on the health 
of the economy, international commodity prices, and the rates 
of growth in employment, income, investment and trade. 
Since 1970, the industry has consistently grown more 
rapidly than the overall economy. Annual growth in the whole- 
sale portion of the GDP in constant 1986 dollars averaged 
4.5 percent per year from 1971 to 1981, compared with 
3.8 percent for the Canadian economy as a whole. The 
1981-1982 recession caused many wholesaling firms to 
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undertake major restructuring programs, which involved 
shedding marginal product lines, closing warehouses and 
reducing staff. Total sales, establishments and employment 
in 1982 declined by between 2 and 3 percent relative to the 
previous year's levels. Wholesale trade in machinery and 
equipment; metal products; electrical, plumbing and heating 
equipment; and lumber products was most severely affected. 

In the years 1982 to 1988, during the upturn in the 
business cycle, growth in wholesale trade GDP accelerated to 
an annual average of 8.6 percent, contrasted to a 4.3 percent 
average for the Canadian economy. Accordingly, the wholesale 
industry's share of total GDP increased from 4.3 percent in 
1982 to 5.5 percent in 1988. However, wholesale GDP grew 
by only 0.2 percent in 1989 and declined by 2.6 percent in 
1990, thus reducing the 1990 share of total GDP to 5.2 percent. 

This reduction in wholesale activity is largely attributable 
to the overall slowdown in consumer spending and housing 
construction in 1989 and 1990. The most substantial reductions 
in wholesale activity in 1990 were for wholesalers of metals 
and hardware, plumbing and heating equipment, whose current- 
dollar revenues declined by 14.9 percent that year. Wholesaling 
of lumber and building products declined by 8 percent, and 
that of other machinery, equipment and supplies showed a 
drop in revenue of 6 percent. Wholesaling of food, beverages, 
drugs and tobacco showed revenue increases of 3 percent, 
while that for other products grew by 4 percent. The outlook 
for 1991 is tentative: GDP statistics confirm that significant 
declines in the first quarter of 1991 are being offset by an 
increase in mid-year activity over 1990 levels. 

The industry increased its capital investment significantly 
after the 1981-1982 recession, with real expenditure increases 
of 22 percent in 1983 and 25 percent in 1984. Initially, these 
investments financed machinery and equipment purchases, 
such as computer technology, to improve operational efficiency 
and the quality of customer services. From 1985 to 1990, 
overall real capital expenditures increased by an average 
of 4.6 percent annually. Most of this increase was due to 
new construction expenditures, which in real terms increased 
by 15.7 percent annually on average and by 26 percent in 
1988. Major projects under way, such as Canadian Tire’s 
new 1.1 million-square-foot (102 000 m2), $187 million 
distribution centre to upgrade facilities and expand capacity, 
have influenced the new construction figures in the late 1980s. 

Profitability in wholesaling is comparable with that of 
manufacturing. With economic recovery and higher sales vol- 
umes, profits recovered to prerecession levels by 1985 and 
continued to improve through 1987 (the most recent year for 


which data on wholesalers’ financial performance are available). 


The industry also made improvements in its financial structure 
through moderate reductions in its long-term debt-to-equity 


position (see financial statistics on page 9 for detailed data). 
Exceptions again include companies dealing in petroleum and 
farm products. It is expected that profitability and debt levels 
for all wholesalers have deteriorated with the onset of the 
economic recession in 1990-1991. 

At the time of writing, the Canadian and U.S. economies 
were showing signs of recovering from a recessionary period. 
During the recession, companies in the industry generally 
experienced reduced demand for their outputs, in addition to 
longer-term underlying pressures to adjust. In some cases, 
the cyclical pressures may have accelerated adjustments and 
restructuring. With the signs of recovery, though still uneven, 
the medium-term outlook will correspondingly improve. 

The overall impact on the industry will depend on the pace 
of the recovery. 

Cross-border shopping by Canadians has increased 
dramatically over the past three years. The impact of cross- 
border shopping on the retail industry is generally estimated 
to be approximately 2 to 3 percent of total retail sales. To 
date, the overall impact on the wholesale industry is less 
negative than for retail sales, because wholesalers serve a 
more diversified market. 


Strengths and Weaknesses 


Structural Factors 
The key factors determining industry effectiveness are 
economies of scale (reflected in the efficiency and effective- 
ness of operations and distribution networks), links with other 
industrial sectors and the ability to meet customer demands 
regarding price, Service, convenience and product quality. 
According to various industry representatives, the 
overall operational efficiency of Canadian wholesalers com- 
pares favourably with that of counterparts in other industrialized 
countries, including the United States. A major strength is that 
in many product sectors there are large Canadian firms (e.g., 
United Westburne in electrical, plumbing and heating equip- 
ment and Loblaws and Provigo in food products). Their size 
allows them to capture the economies of scale and resources 
necessary to collect and distribute goods efficiently. 
Wholesaling of resource-related products is often a capital- 
intensive, low-margin business. As a result, economies of scale 
and integration with producers are important competitive advan- 
tages, especially to grain and petroleum product wholesalers. 
Leading consumer product wholesalers have secured 
markets and competitive advantages through links with retail 
dealerships, franchises and co-operatives. Beaver Lumber and 
Shoppers’ Drug Mart (owned by Imasco) are two examples of 
major wholesalers with independently owned retail outlets 
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purchasing from them. To reach these retailers, suppliers 
must sell their products through the appropriate wholesaler. 
This structure combines the entrepreneurial drive of the inde- 
pendent retailer with the economies of scale, buying power 
and resources of the large wholesaler. Such organizations 
have been gaining market share, causing a growing number 
of major retailers to convert corporate stores to franchises 

and to increase their wholesaling activities. Eighty-five percent 
of retail hardware outlets in Canada are independents affiliated 
with a major wholesaler such as Home Hardware. 

Other wholesalers are extensively involved in importing 
and use their knowledge of foreign markets and services to 
compete. Because major retailers have trimmed staff and 
inventory levels in recent years, they increasingly rely on 
the expertise of such wholesale companies to handle their 
import requirements. As global trading patterns evolve, 
manufacturing specialization may also force wholesalers 
to seek new sources of supply. 

Being close to the customer and providing good service 
are important competitive advantages in wholesaling industrial 
goods. Large firms with extensive branch networks have the 
advantage of the buying power to be price-competitive. In 
less price-sensitive areas, however, many firms compete on 
their ability to provide direct service and product knowledge. 
Exclusive distributorship rights, which award a specified pro- 
tected territory for a wholesaler to market a manufacturer's 
product, can also be an important competitive advantage. 

Since the 1981-1982 recession, industrial products 
wholesalers have expanded their range of goods and services 
to strengthen their competitive position. Manufacturers of 
industrial products have also rationalized operations either 
by selling their distribution networks or by relying more 
on agents or brokers. 

Although wholesale operations in many product sectors 
are characterized by fairly high entry costs for storage facili- 
ties and inventory, some areas still have relatively low capital 
requirements, which allow small owner-managed businesses 
to compete successfully. The competitive strength of such 
firms is their ability to provide specialized services to fill niches 
unattractive to larger firms. Some small wholesalers, however, 
experience problems because they lack management expertise 
and find difficulty in securing financing. These weaknesses 
tend to make them more vulnerable to economic downturns. 


Trade-Related Factors 

Since wholesalers distribute goods between producers 
and other businesses domestically and internationally, tariffs 
as well as such non-tariff barriers (NTBs) as quotas, technical 
regulations and government procurement practices can inhibit 
international trading and expansion. For example, Canadian 


requirements such as approval of the Canadian Standards 
Association (CSA) on some products may prohibit the import 
for resale of foreign goods not meeting CSA standards. The 
nature and degree of competition in the Canadian wholesale 
industry are affected when access to foreign sources of supply 
becomes limited. Similarly, foreign restrictions on Canadian 
goods can inhibit exports to other countries and can prevent 
wholesalers with established foreign facilities from using 
Canadian sources of supply. 

In view of the extensive product range handled by the 
wholesale industry, the Canada-U.S. Free Trade Agreement 
(FTA), which was implemented on 1 January 1989, has a par- 
ticularly significant effect. Tariff reductions give wholesalers 
access to a broader range of price-competitive products, which 
in turn improve Canadian firms’ ability to compete with foreign 
wholesalers. Tariffs on some products such as computers and 
equipment, skates, skis, fur and fur garments, whisky, needles 
and motorcycles were completely eliminated upon implemen- 
tation of the FTA. Tariffs on most agricultural and consumer 
products handled by wholesalers are being eliminated in ten 
annual, equal stages. The tariff elimination schedule for many 
industrial products, including paper, chemicals and most 
machinery items, is accelerated to five annual, equal stages 
that will be completed by 1 January 1993. Some products, 
such as farm machinery, were already tariff-free prior to the 
implementation of the FTA. 

Other important elements of the FTA include the agreement 
to grant national treatment to commercial services (including 
wholesale services), provision for easier temporary entry of 
business people, enhanced access to the U.S. market for energy 
products, efforts to make standards-related measures more 
compatible and the trade dispute settlement mechanism. Secure 
access to the U.S. market is important for Canadian wholesalers, 
because the Canadian market is relatively small, and whole- - 
salers and producers in the past have encountered difficulties 
in exporting products such as lumber, farm products and steel 
to the United States. In the future, more Canadian wholesalers 
will look to the United States and abroad for trade and 
expansion opportunities. 

With the FTA encouraging the rationalization of Canadian 
manufacturing and with the impact of Canadian transportation 
deregulation, many new North American distribution patterns 
could be created. The traditional east-west distribution will 
likely shift more to a north-south orientation for wholesale trade 
in a number of product groups. As a result, it is expected that 
the wholesale trade industry will have numerous opportunities 
to reduce transportation costs and to improve operational 
efficiency via new international sources and markets for its 
products. The evolution of this north-south distribution pattern 
could be limited by continuing differences between Canadian 
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and U.S. packaging and labelling requirements, product 
standards and customer needs. 

A study commissioned by ISTC in early 1991 indicated 
that the structure and nature of the Canadian retail and whole- 
sale industry make Canadian firms in some wholesale product 
areas less economically viable than their U.S. competitors.’ The 
reasons cited are many and varied. One reason is that larger 
U.S. volumes and increased competition lead to lower prices 
at each level of distribution. U.S. subsidiaries of offshore parents 
are able to negotiate lower prices for comparable products than 
Canadian subsidiaries because of the strategic importance 
of the U.S. market. U.S. firms tend to have lower operating 
and overhead costs than Canadian firms. In the United States, 
there is more interchannel competition (such as factory out- 
lets and direct mail selling in competition with the traditional 
retail outlet) than in Canada. Moreover, for U.S.-made prod- 
ucts, the Canadian subsidiary represents an additional distri- 
bution channel component which results in an extra markup 
to cover costs. 

The cross-border shopping issue is focusing attention 
on the efficiency and competitiveness of Canada’s distribution 
channels and it appears that, in the long term, some significant 
structural changes such as the formation of larger buying 
groups are inevitable if Canadian firms are to remain interna- 
tionally competitive. Further in-depth research on this issue 
has been commissioned and is expected by the spring of 1992. 


Technological Factors 

A study co-sponsored by ISTC, based on data from 
Statistics Canada, examined the diffusion of technology in 
the service industries.2 It found that the communications and 
wholesale industries are those most likely to have introduced 
computer-based technologies. Of the 29 computer technologies 
examined, usage by the wholesale trade industry was above 
the overall survey average for 24 technologies and below aver- 
age for only 5 technologies. As might be expected, wholesalers 
were leaders in the usage of computerized order entry, comput- 
erized inventory control and electronic data interchange (EDI). 

Wholesaling is an information-intensive business. The use 
of data in orders, invoices, stock-keeping units, freight bills, etc. 
is extensive and requires wholesalers to steadily increase their 
use of computer information technologies to better manage their 
operations. Such technologies have allowed wholesalers to oper- 
ate with lower inventory and fewer warehouse locations while 
improving customer services. The use of these technologies 
increased in the mid-1980s, after the severity of the 1981-1982 
recession had emphasized the need for improved efficiency. 


Large wholesaling firms operating in many industrial 
sectors have the resources necessary to invest in sophisticated 
computer data processing, communication systems and other 
innovations. Declining costs and new technologies, however, 
are making it increasingly practical and economical for smaller 
wholesale companies to enter the computer age. There are 
opportunities for wholesalers of all sizes to benefit from existing 
technologies and to accelerate their use of new applications. 

Canadian wholesalers follow U.S. trends in distribution 
technology closely and are beginning to mechanize and 
automate their warehouse operations. Computerization has 
improved inventory control, and wholesalers are relying more 
on just-in-time inventory practices with manufacturers. This 
change has enabled wholesalers to lower their inventory levels 
by carrying sufficient rather than excess stock. The result has 
been significantly higher stock turnovers. 

There are very few fully automated facilities in Canada 
compared with counterparts in some product areas in the United 
States and Europe. The high cost, lack of flexibility and require- 
ment for high product volumes have deterred their use. The 
adoption of new technology in Canada is largely confined to 
warehouse management, inventory control, logistics, and 
materials management and communication systems, rather 
than the physical handling of goods. Technological improve- 
ments in these areas, however, generally compare favourably 
with those of other countries. Canadian efficiency in these 
areas has been stimulated by the need to distribute goods 
over long distances through national or regional distribution 
systems that utilize several facilities. 


Other Factors 

Changes in federal taxation have affected wholesalers. 
The replacement of the MST with the GST ultimately provides 
for more equitable taxation of imported and domestic goods. 
Under the MST, the tax on imported products was based on 
a value of the goods that did not include costs such as distri- 
bution, warranties, and build-and-install contracts within 
Canada, whereas most domestic producers were taxed on 
these activities. 

Manufacturers of those goods previously taxed under 
the MST are now able to charge wholesalers a lower price. 
Wholesalers importing goods previously subject to the MST 
at the border are now charged only the GST, albeit inclusive 
of transportation costs. Partially offsetting these benefits is 
the broader base of the GST; goods and services that were 
not covered under the MST are now taxed, and wholesale 
activities are included under the GST. 


‘Ernst & Young, A Preliminary Study of the Competitiveness of Distribution Channels (Toronto: Ernst & Young, March 1991). 


2ISTC and Communications Canada, Technologies in Services (Ottawa: Supply and Services Canada, March 1990). 
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Evolving Environment 


With slow growth, changing customer requirements 
and increased competition, wholesalers are developing new 
channels and services to market their products. In the pro- 
cess, mergers and acquisitions are likely to become more 
frequent. Increased investment in computer and technology 
applications will improve productivity and decision making, 
as well as provide a greater number of improved value-added 
services. Such investments will require additional capital, 
and thereby favour firms that emphasize productivity to gener- 
ate higher returns on investment. Since larger companies are 
likely to spend proportionally more on technology, they could 
strengthen their competitive position with effective implemen- 
tation. Mid-sized firms will face the severest competition, 
being challenged by small firms in areas of personalized 
service and flexibility and by large firms on price, economies 
of scale and technological resources. New marketing methods, 
rapid changes in technology and more complex financial and 
organizational issues will require a continual updating of 
employee skills. 

The FTA will provide both Canadian and American 
wholesalers with a wider variety of North American sources 
and markets because of changes to the tariffs. Increased 
market opportunities will facilitate the adoption of new 
distribution and marketing techniques, and prices may fall 
Slightly as a result of the increased competition. However, 
the FTA is not expected to alter the general business environ- 
ment and foreign investment conditions for wholesalers in 
either country. 

Overall, the FTA is expected to increase economic activity 
in Canada and stimulate sales and employment growth in the 
wholesale industry. In addition, efficiency improvements in 
domestic manufacturing may broaden the range of competitive 
products available to wholesalers for export to the United States 
and other markets. However, Canadian wholesalers may face 
challenges when entering the U.S. market from American 
competitors who derive a price advantage from the large- 
volume discounts they obtain directly from manufacturers. In 
many cases, Canadian wholesalers who are able to serve the 
U.S. market from within Canada must obtain their products 
from the Canadian subsidiary of the U.S. manufacturer. This 
additional step in the distribution chain results in a higher 
price for the Canadian wholesaler. For wholesalers of prod- 
ucts that are imported and still subject to tariffs, the added 
tariff cost that must be carried until export is another factor 
to be considered. 


Competitiveness Assessment 


The Canadian wholesale trade industry is progressive and 
compares favourably with its counterparts in other countries 
in introducing new technologies and business innovations to 
improve productivity and customer service. Wholesale trade 
in farm and petroleum products is continuing to experience 
some difficulties, largely due to low commodity prices, but 
firms are rationalizing their operations. 

Benefits from the FTA will arise through broadened 
sources of supply as well as markets, which will facilitate the 
flow of new business innovations and investment. These new 
growth opportunities should offset the costs of adjusting to a 
more competitive environment. 


For further information concerning the subject matter 
contained in this profile or in the ISTC sectoral studies 
(see page 13), contact 


Service and Construction Industries Branch 
Industry, Science and Technology Canada 
Attention: Wholesale Trade 

235 Queen Street 

OTTAWA, Ontario 

K1A 0H5 

Tel.: (613) 954-2979 

Fax: (613) 952-9054 


PRINCIPAL STATISTICS 


1982 1983 1984 1985 1986 1987 1988 1989 1990 

Establishments? 

Wholesale merchants 49 306 50515 59 163 60 039 62 226 65 278 63 373 N/A N/A 

Agents and brokers 5015 4 805 4472 4 800 4 535 4014 3 393 N/A N/A 

Total 54 321 55 320 63 635 64 839 66 761 69 292 66 766 N/A N/A 
Employment» 480 000 472 000 485 000 509 000 557 000 545 000 566 000 563 000 587 000 
Volume of trade ($ billions) 

Wholesale merchants 145.4 158.9 181.6 195.3 199.6 220.0 237.6 234.8° LANE 

Agents and brokers DIES 31.2 33.8 36.4 36.0 442 45.6 44 6° 439° 


Total Mow 190.1 215.4 2al.f 235.6 264.2 283.2 279.4° 7G ea 


GDP¢ (constant 1986 $ millions) 16 463 17 945 19 358 21 766 23 aie 25 131 26 992 27 048 26 342 
(% of total CanadianGDP) 4.3 45 46 5.0 5.2 de. 55 he 5:2 


aSee Wholesale Trade Statistics, Wholesale Merchants, Agents and Brokers, Statistics Canada Catalogue No. 63-226, annual (division |, wholesale trade industries). 
bSee The Labour Force, Statistics Canada Catalogue No. 71-001, monthly. 

C|STC estimates based on Wholesale Trade, Statistics Canada Catalogue No. 63-008, monthly. 

dSee Gross Domestic Product by Industry, Statistics Canada Catalogue No. 15-001, monthly. 

N/A: not available 


FINANCIAL STATISTICS 


1982 1983 1984 1985 1986 1987 1988 1989 1990 
Capital expenditures: investment@ 
(constant 1986 $ millions) 557.8 678.8 851.1 866.4 872.2 932.9 993.8 1117.8 1084.16 
(% change from previous year) -8.0 vali 25.4 1.8 0.7 7.0 6.5 125) -3.0 


Profits before tax° 


(% of total income) 112 len BD 23 24 2.6 N/A N/A N/A 
(% of equity) 7.4 95 14.4 14.9 14.4 16.2 N/A N/A N/A 
(% of capital employed) 6.1 8.0 11.9 128) 124 13.2 N/A N/A N/A 
Long-term debt/equity® (%) 18.1 16.6 17.8 ila - 15.0 15.6 N/A N/A N/A 
Sales to inventory® (times) 6.5 6.7 6.8 6.9 : 7.0 ; 73 | WA ; N/A N/A 


Export sales¢ ($ billions) 
Wholesale merchants 16.6 18.4 20.4 20.0 17.9 18.3 19.7 N/A N/A 


4See Private and Public Investment in Canada, Intentions, Statistics Canada Catalogue No. 61-205, annual. 

bPreliminary. 

See Corporation Financial Statistics, Statistics Canada Catalogue No. 61-207, annual. 

dSee Wholesale Trade Statistics, Wholesale Merchants, Agents and Brokers, Statistics Canada Catalogue No. 63-226, annual. 
N/A: not available 


REGIONAL DISTRIBUTION (1988) 


Atlantic Quebec Ontario Prairies British Columbia 
Establishments? (% of total) a 6 ‘ or aa _ 37 18 ns 13 
Employment (% of total) a 6 93 . - 40 19 12 
Sales? (% of total) 4 ar 3 45 17 11 


aSee Wholesale Trade Statistics, Wholesale Merchants, Agents and Brokers, Statistics Canada Catalogue No. 63-226, annual. 
bSee The Labour Force, Statistics Canada Catalogue No. 71-001, monthly. 
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MAJOR FIRMS 


Name Country of Location of 

ownership head office 
Resource Products 
Petroleum 
Imperial Oil Limited United States Toronto, Ontario 
Petro-Canada Inc. Canada Calgary, Alberta 
Shell Canada Limited Netherlands Calgary, Alberta 
Farm products 
Alberta Wheat Pool Canada Calgary, Alberta 
Cargill Limited United States Winnipeg, Manitoba 
Coopérative fédérée de Québec Canada Montreal, Quebec 
James Richardson and Sons Limited Canada Winnipeg, Manitoba 
Saskatchewan Wheat Pool Canada Regina, Saskatchewan 
Lumber 
Canfor Corporation Canada Vancouver, British Columbia 
Green Forest Lumber Corporation Canada Toronto, Ontario 
MacMillan Bloede! Ltd. Canada Vancouver, British Columbia 
Seaboard Lumber Sales Company Limited Canada Vancouver, British Columbia 
Weldwood of Canada Limited United States Vancouver, British Columbia 
Consumer Products 
Food 
Loblaws Companies Ltd. Canada Toronto, Ontario 
Métro-Richelieu Inc. Canada Montreal, Quebec 
Oshawa Group Limited Canada Toronto, Ontario 
Provigo Inc. Canada Montreal, Quebec 
Automotive parts 
Acklands Limited Canada Winnipeg, Manitoba 
Canadian Tire Corporation Limited Canada Toronto, Ontario 
UAP Inc. Canada Montreal, Quebec 
Hardware and building supplies 
Beaver Lumber Co. Ltd. Canada Toronto, Ontario 
Le Groupe Ro-Na Dismat Inc. Canada Boucherville, Quebec 
Home Hardware Canada St. Jacobs, Ontario 
Sodisco Inc. Canada Victoriaville, Quebec 
Apparel and textiles 
Carsilco International Ltd. Canada Toronto, Ontario 
Etac Sales Ltd. Canada Toronto, Ontario 
Fletcher Leisure Group Canada Montreal, Quebec 
Gesco Industries Inc. Canada Toronto, Ontario 


(continued) 


= 


MAJOR FIRMS (continued) 


Name Country of Location of 
ownership head office 
Consumer Products (continued) : 
Tobacco and drugs 
Drug Trading Company Ltd. Canada Toronto, Ontario 
Groupe Pharmaceutique Focus Inc. United States Montreal, Quebec 
Imasco Limited Canada/United Kingdom Montreal, Quebec 
Furniture and appliances 
Canon Canada Inc. Japan Toronto, Ontario 
Cassidy's Ltd. Canada Toronto, Ontario 
Sony of Canada Ltd. Canada/Japan Winnipeg, Manitoba 
Toshiba of Canada Limited Japan Toronto, Ontario 
Industrial Products 
Machinery, equipment and supplies 
Finning Ltd. Canada Vancouver, British Columbia 
Hewitt Equipment Ltd. Canada Montreal, Quebec 
John Deere Limited United States Grimsby, Ontario 
Rivtow Straits Limited Canada Vancouver, British Columbia 
Wajax Industries Ltd. Canada Ottawa, Ontario 
Electrical, plumbing and heating equipment 
Emco Limited Canada/United States London, Ontario 
Guillevin International Inc. Canada/France Montreal, Quebec 
Union Electric Supply Co. Ltd. Canada Toronto, Ontario 
United Westburne Inc. France Montreal, Quebec 
Metal and metal products 
Federal Industries Ltd. Canada Winnipeg, Manitoba 
Ideal Metal Inc. Canada Laval, Quebec 
Marshall Steel Ltd. Canada Laval, Quebec 
Premetalco Inc. United Kingdom Toronto, Ontario 
Samuel, Son and Co. Limited Canada Toronto, Ontario 
Paper and paper products 
Abitibi-Price Inc. Canada Toronto, Ontario 
Domtar Inc. (Distribution Group) Canada Montreal, Quebec 
Rolland Inc. Canada Montreal, Quebec 
Other 
Van Waters and Rogers Ltd. 


Vancouver, British Columbia 


United States 
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INDUSTRY ASSOCIATIONS 


There are approximately 20 trade associations in Canada that are either exclusively for wholesalers or have a significant number 
of wholesalers as members. Other trade associations may also have wholesalers as members. A complete list of the major trade 
associations can be found in the ISTC publication Retailing and Wholesaling in Canada: Information Sources. 


Automotive Industries Association of Canada 
1272 Wellington Street 

OTTAWA, Ontario 

K1Y 3A7 

Tel.: (613) 728-5821 

Fax: (613) 728-6021 


Canadian Association of Wholesale Sales Representatives 


Suite 336, 370 King Street West 
Box 2 

TORONTO, Ontario 

M5V 1J9 

Tel.: (416) 593-6500 

Fax: (416) 593-5145 


Canadian Council of Grocery Distributors 
P.O. Box 1082 

MONTREAL, Quebec 

H2W 2N9 

Tel.: (614) 982-0267 

Fax: (514) 849-3021 


Canadian Electrical Distributors Association 
Suite 217, First Pickering Place 

1550 Kingston Road 

PICKERING, Ontario 

L1V 1C3 

Tel.: (416) 831-2454 

Fax: (416) 831-4919 


Canadian Food Brokers Association 
Suite 5062, 3080 Yonge Street 
TORONTO, Ontario 

MAN 3N1 

Tel.: (416) 488-5090 

Fax: (416) 488-5023 


Canadian Institute of Plumbing and Heating (CIPH) 


Suite 330, 295 The West Mall 
ETOBICOKE, Ontario 

M9C 424 

Tel.: (416) 695-0447 

Fax: (416) 695-0450 


Canadian National Building Material Distributors Association 
Suite 423, 77 Finch Avenue East 

WILLOWDALE, Ontario 

M2N 6H8 

Tel.: (416) 225-8988 

Fax: (416) 733-0566 


Canadian Office Machine Dealers Association (COMDA) 
Suite 204, 3464 Kingston Road 

SCARBOROUGH, Ontario 

M1M 1R5 

Tel.: (416) 261-1607 

Fax: (416) 261-1677 


Canadian Office Products Association (COPA) 
Suite 911, 1243 Islington Avenue 

TORONTO, Ontario 

M8X 1Y9 

Tel.: (416) 239-2737 

Fax: (416) 239-1553 


Canadian Produce Marketing Association 
Suite 310, 1101 Prince of Wales Drive 
OTTAWA, Ontario 

K2C 3W7 

Tel.: (613) 226-4187 

Fax: (613) 226-2984 


Canadian Steel Service Centre Institute (CSSCI) 
Suite 501, 345 Lakeshore Road East 

OAKVILLE, Ontario 

L6J 1J5 

Tel.: (416) 842-1861 

Fax: (416) 842-5836 


Canadian Wholesale Drug Association 
Suite 2206, 1110 Sherbrooke Street West 
MONTREAL, Quebec 

H3A 1G8 

Tel.: (514) 842-8627 

Fax: (514) 842-3061 


(continued) 
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INDUSTRY ASSOCIATIONS (continued) 


Consumer Electronics Marketers of Canada 
Suite 500, 10 Carlson Court 

REXDALE, Ontario 

M9OW 6L2 

Tel.: (416) 674-7410 

Fax: (416) 674-7412 


Heating, Refrigerating and Air Conditioning Institute of 
Canada (HRA!) 

Suite 308, 5468 Dundas Street West 

ETOBICOKE, Ontario 

M9B 6E3 

Tel.: (416) 239-8191 

Fax: (416) 239-1983 


The Manufacturers’ Agents’ Association of North America 
Suite 902, 5255 Yonge Street 

NORTH YORK, Ontario 

M2N 6P4 

Tel.: (416) 590-9202 

Fax: (416) 590-9446 


SECTORAL STUDIES AND INITIATIVES 


The following publication is available from 


Publication Sales 

Statistics Canada 

OTTAWA, Ontario 

K1A O16 

Tel.: (613) 951-7277 

National toll free order line 1-800-267-6677 
Fax: (613) 951-1584 


Special Report on Software 

Catalogue No. 63-015: Vol. 1, No. 3 

This report from Statistics Canada, commissioned by ISTC, 
contains the results of a special 1988 survey of software 
distributors in Canada. It covers marketed software products 
and custom-designed software. 


The following publication is available from 


The Fraser Institute 

626 Bute Street 

VANCOUVER, British Columbia 
V6E 3M1 

Tel.: (604) 688-0221 

Fax: (604) 688-8539 


Retail and Wholesale Trade Services in Canada (1988) 


This study by Keith Acheson and Stephen Ferris of Carleton 
University was part of the overall Service Industries Study 
Program. It describes the wholesale and retail trade sector's 


inputs and outputs, productivity and labour market character- 


istics. It also reviews organizational developments such as 
cross-merchandising, cross-ownership, franchising and 
shopping malls. 


The following publications are available from the nearest 
Business Service Centre (see inside front cover). 


A Preliminary Study of the Competitiveness of 
Distribution Channels (March 1991) 

This Ernst & Young study provides a preliminary assessment 
of the issues that affect the price-competitiveness of 
Canadian distribution channels. 


Retailing and Wholesaling in Canada: Information 
Sources (1990) 

This guide provides specific sources of information on the 
retail and wholesale industries in Canada. 


Technologies in Services (1990) 

This survey provides information on the use of computer- 
based technologies and applications in Canada’s service 
sector, which includes the wholesale trade sector. 


Printed on paper containing recycled fibres. & 
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